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Auditing Procedures Report
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We affirm that:

We are certified public accountants licensed to practice in Michigan.

We further affirm the following matenial, “no” responses have been disclosed in the financial statements, including the notes, orin the
Management Letter {report of comments and recommendations)
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Check each applicable box below. (See instructions for further detail.)

All required component units/funds/agencies of the local unit are included in the financial statements and/or disclosad in the
reporting entity notes to the financial statements as necessary.

There are no accumulated deficits in one or more of this unit’s unreserved fund balances/unrestricted net assets
(P A 275 of 1980} or the local unit has not exceeded its budget for expenditures.

The local unit is in compliance with the Uniform Chant of Accounts issued by the Department of Treasury.
The local unst has adopted a budget for all required funds.

A public hearing on the budget was held in accordance wilh State statute.

The local unit has not viclated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
cther guidance as issued by the Local Audit and Finance Division

The local unit has not been delinquent in distributing tax revenues that were collected for another taxing unit.
The locai unit only holds deposits/investments that comply with statutory requirements.

The local unit has no illegal or unauthorized expeandituras that came to our attention as defined in the Builstin for
Audits of Locai Units of Government in Michigan, as revised (see Appendix H of Bulletin)

There are no indications of defalcation, fraud or embezzlement, which came te our attention during the course of our audit
that have not been previously communicated to the Local Audit and Finance Division (LAFD). If there is such activity that has
not been communicated, please submit a separate report under separate cover.

The local unit is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED.

The local unit has complied with GASEB 34 or GASB 34 a5 modified by MCGAA Statement #7 and other generally
accepted accounting principles (GAAP)

The board or counctl approves all invoices prior to payment as required by charter or statute.

To our knowledge, bank reconciliations that wera reviewed were performed timely.

If & local unit of goverament {aulhorities and commissions included) 15 operating within the boundanes of the audited entity and s not
included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s}, address(es), and a
dascription{s) of the avthority and/or commission.

I, the undersigned, cerlify that this statement is complete and accurate in all respects.

We have enclosed the following: Enclosed | Not Reqguired (enter a brief justificalion)

Financial Statements

The letter of Comments and Recommendations See Attached

Othar (Describa) D

Cemfied Poblic Actountant (Flrm Mame) Telephone Number

Hill Schroderus & Co., LLP 231-347-4136

Street Address City State Zip

923 Spring St. PO Box 695 Petoskey M 49770
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Authornez, Frinled Mame
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August 28, 2007

Independsnt Auditors Repornt

Township Board
St lgnace Township
wMackinac County, Michigan

We have audited the accompanying financial stotements of the governmental activifies, the business-
type aclivity, each major fund and the aggregate remaining fund information of St Ignoce Township.
Michigan, as of and for the yeorended March 31, 2007, which collectively comprise the Township's basic
financial statements as istedin the fable of contenis. These financial statements are the responsibility of

the Township's management. Qurresponsibility is to exprass opinions on thase financiat staiements based
on our audit.

We conducied ocur auditin accordonce with auditing standards gensrally acceptedin the United States
of America and the standards appficable 10 finencial audits contained in Government Auditing
Stondards, issued by the Compirolier General of the United Siates. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are fres of
maierial misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures m the finoncial statements. An audit aiso includes assessing the accounting principles
used and significant esfimates moade by management, as weall as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for cur apinions.

In our opinion, the financial statements referred 1o above present faltly, in all material respects, the
raspective financial pasition of the governmental activities, the business-fype activity, each major fund
and the aggregate remaining fund information of §t. lgnace Township, as of March 31, 2007, and the
respective changes in financial position and. where applicable, cash flows thereot for the year then
anded In conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standords, we have olso ssued our report dated August 28,
2007 on our consideraiion of the Township's internal control over financial reporting and on our tests of its
compliance with certain provisions of lows, regutations, confracts, and grant agreements and cther
matters. The purpose of thafreport is 1o describe the scope of our testing of internal control over financial
reporting anc compliance and the results of thaot iesting, and not i provide an opinion on the internal
control over financicl reporfing or on compliance, That report s an integral port of on audit pertformedin
cccordance with Government Auditing Stondords and should e considered in conjunction with this
report in consigering the resulis of our qudit,

Th= management's discussion and analysis and budgetary comparson information, aslisted in the iable of
contents, are not a required port of the basic financial statements but are suppiemeniary informaltion
required by accounting grincipies generally accepled in the Unifed Siates of Americc. We have applied
certainiimited procedures, which consisiea principally of inquines of monagement regarding the mathods
af measurement and presentation of ine required supplemeniary information. Howsver, we did not audit
the informafion and express no opinion on it

!
923 Spring Street = P.O. Box 695 4 Petoskey, M| 49770 & 231-347.4136 <« Fax: 231-247-4147 « F-mail: staffname@hs-co.com



Our audit was conducted for the purpose of forming oginions on the financial siatements that collectively
comprise $t. Ignoce Township's basic financial staiements. The other supplemental information, as listed in
the table of contents. is presented for the purpose of additional analysis and is not a required part of the
basic financial statements. Such information has been subjected to the auditing procedures appliedin the
audit of the basic financial siotements and. in our opinion, are fairy stated in all materiol respects in
relation to the basic financial stafements taken as a whole.

T
- C“-LU /EMM_/ 7" C’-r
!
CERTIFED PUBLIC ACCOUNTANTS
Petoskey, Michigan
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Management's Riscussion and Analysis

Overview cf the Basic Financial $tatements

st Ignace TOWI"}Shb'S basic financial stalements include governmeni-wide statements,
fund financial statemenis and notes to the financial siatements. This report also contains

required ond other supplemeniol informalion in cddilion o the basic financial
stotements,

Government-wide Finonclat Statements

The government-wide financial statements report information on dll of the Township's
non-fiduciary funds, The govermnment-wide sictementis are designed o provide readers
with @ broad overview of the Township's finances, in o manner similar o a private-sector
business.

The Statement of Met Assets displays all of the Township's assets and liabilities, with the
difference reported as nel assets. Al long-term assets and debt obligations are
presented,

The Statement of Activifies focuses on the gross and net cost of the varicus funcilions
within the Township {general government, public safety, public works, eic.), which are
supported by the Township’s general revenues (property taxes, siale shared revenues,
etc.).

Fund Financial Statements
The fund finoncial staiements report on the governmenial funds and proprietary fund,
with an emphasis on major funds. Major funds are determined by the ievel of acflivity

withiin the various funds.

The focus of the governmental fund financial stalements is on the sources and uses of
funds during the current year.

the proprietary fund finonciol statements present informaiion as it would aopear for o
private-secior pusiness.

St. Ignace Township is an Equal Opportunity Provider and Employer. Complaints of
discrimination should be sent to: USDA, Director of Civil Rights, Washington D.C. 20250-9410.



The fiduciory fund is ciso presented, separate from the governmental funds, due to the
fact that these assels do not represent assets of the Township. These assets are not
presenfed as part of the government-wide financial statements.,

St.ignoce Township maintains 6 individual governmental funds. Information is presented
separofely in the governmenial fund balance sheet and the governmental fund
statement of revenues, expenditures and changes in fund balances for the General Fund
and Road Improvement Fund. These are the governmental funds, which are considered
to be major funds,

Notes to the Flnancial Statements

The notes provide additional information, which is essential io o full understaonding of the
data provided in the govemnment-wide and fund financiol staiements,

Government-wide Finoncial Analysis
The fable below summarizes the Township's net assets as of March 31, 2007:
$t. Ignace Township

Statement of Net Assets
March 31, 2007

Governmental Business-Type
Activities Activity Total
Assets
Cumrent ond other assets 3 743,913 3 63,726 } 807639
Copitol assets - nel of accum. dep. 111,437 2,898,354 3,009,791
Total assets ) 855,350 3 2,962,080 $ 3817430
Liabilities
Curmrent liabilities 0819 259,205 280,724
Bonds pavyable, long-ferm porticn - 636,000 636,000
Totatl iabilities 20,819 8%5,905 916,724
Net Assets
Investment in capital assefs
net of related debt 111,437 2,011,621 2123058
Restricted for revenue bond covenants - 14,000 14,000
Unrestricted 723,094 40,554 763,648
Total net assets 834,531 2,068,175 2,900,706
Total iobilities and net assets ;) 855,350 3 2,962,080 $ 3.817.430

At the end of the fiscal year, $1. ignace Township is able 1o report positive balances in all
categories of net assets, The first porfion of the Township's net assets is its investment in
capital assets (lond, buildings/building improvemeanis, and equipment}; iess any reloied
debt used to ocquire those assels thot is still culstanding. The Township uses theses
capital assets In providing services; consequently, these assets are not available for
fulure spending.

1



The restricted nel assets represent omounts limited ior spending on construction of the
new sewer sysfem.

The remaining portion of net ossels — unresiricted nel asseis —may be used at the
Township's discretion tc meet ongoing obligations.

The resulis for the Township as a whole are reported in the Stalement of Activities, which
is summarized telow:

$t. Ignace Township
Statement of Activifles
Year Ended March 31, 2007

Govemmenial Business-Type
Activities Activity otal
Revenue
Prograom ravenue:
Charges for services $ 13.957 $ 51,458 $ 0 65415
Generaf revenue;
Property toxes 103,932 - 103,932
Federct revenues 21,486 - 21,486
State shared revenues 75472 - 75,472
Locol revenues 20,317 - 20,317
Interest 17,304 - 17,306
Federal gronts - 48,400 48,400
Other 2,34% - 2,349
Totol revenues 254 819 99.858 354,677
Function/Program Expenses
General govemment 89.071 - 89.071
Public safety 38,342 - 38,342
Public works 182.148 20.362 202,510
Recreation and cultural 10,407 - 10,407
Interest expense - 14,602 14,602
Ceprecication lunallocated)] 5939 55,383 61,322
Total expenses 325,907 90,347 414,254
Change In net assels (71.088) 9.5 (61.577)
Net assets - beginning of year 905,419 2,056,664 2.962.283

Net assets - end of year : § 834,53 $ 2,066,175 $ 2,900,704

Hi



As reported above, the Township recorded $416.254 of expenses. The Township's
governmental aclivities were funded primarily wilth property tax revenues. Siate shared
revenues, Indian revenues, and nafional forest revenues were other notable socurces.
Federal grants funded the completion of the sewer construction project.

The Township experienced o decreose in net assets of $61.577.
Business-Type Activity Financlal Analysis

As of year-end, the Township's business-type activily repored tfolcl net assets of
approximately $2,0646.175, which is $9.51 1 more than the beginning of the yeor.

The Township's Funds

The analysis of the Township's major funds begins on page 5. As of year-end, the
Township governmental funds reported ¢ combined fund balance of approximately
$723,094, which is $65,149 less than the beginning of the year. The decrease was mainly
due to the generct fund loaning money o the sewer fund io finance additional projec!
costs relaling to the odor issue.

General Fund Budgetary Highlights

Final budgeted revenues were the same as criginally adopted as no amendments were
made fo these budgets.

Final actual revenues were slightly over final budgeted amounts. State revenues and
charges for services were higher than budgeied.

Final actudl expenditures were less than final budgeted amounts. The largest budget
variances were due to lower other cosis. and fire protection costs.

Road improvement Fund Budgeiary Highlights

Final budgeted revenues and expenditures remained unchanged from criginal
budgeied amounts.

Final actual revenues were about 338,102 greater thon final budgeted amounis.
National Forest revenues were not included in the budget PILT monies and taxes were
greater than expecied.

Final actual expenditures were also gregaier than budgeted amounis. The argest budget
variance was due to unanticipaled construction on various road projects.



Capitotl Assets and Debt Administration

Al March 31, 2007, ihe Township had $3,002,721 invested in capital assets. The following
table summarizes the capital asset activity for the year:

§t. Ignace Township
Year Ended March 31, 2007

April 1, 2006 Additions Disposals March 31, 2007
Lond $ 555 % - $ : $ 5,550
Buildings and improvements 138,971 - - 138,991
Equipment 18,714 2,953,737 - 2,972,451
Total capital assets 163,255 2,953,737 - 3,114,992
Less accum. depreciation (45.879] {41,322) - {107,201)
Net capitol assets $ 117,376 $ 2,892,415 $ - 3 3.009,791

The bonds outsianding at year-end are revenue bonds related to this project. Fulure
sewer fund revenues will be utilized for repayment of these bonds.

Financial Contact

The Township's financiol statements are designed to present users with a general
overview of the Township's finances. Queslions conceming any of the information
provided in this repart or requests for additional financial information should be direcied
towards the Township Treasurer, $i. lgnace Township.



ST.IGNACE TOWNSHIP
Statement of Net Assets
March 31, 2007

Assets

Current Assels
Cash
Investments
Receivables:
Taxes
Clher
Internal balances
Due from fiduciary fund
Due from other governmental units

Total current assets

Noncurrent Assets
Restricted assets:
Revenue bond covenants
Lond
Depreciable asseis
Less: accumulaied depreciation

Total noncurrent assets

Total assets

Liabillties and Net Assels

Current Liabilities
Accounts payable
Internal baiances
Due to other governmenial units
Accrued inierest
Bonds pavable, due within one year

Tetal cumrent ligbilities

Nencurrent Liablillties
Bonds payable

Total noncumrent iabilities

Total Tiabilities

Net Assets
tnvested in capital asseis, net of related debt
Restricied for revenue bond covenants
Unrestricted

Total net assets

Total igbilities and net assets

See accompanying notes to the basic financial statements,

Governmental  Business-Type
Activities Activity Total

3 332.481 3 14,950 % 347.43]
126,338 - 126,338
11,944 - 11,944
- 16.813 16,813
242,278 - 242,278
24,792 - 24,792
6,080 - 6.080
743,913 31.7463 775,676
- 31.963 31,963
5,550 - 5,550
157,705 2,953,737 3,111,442
{51.818) {55,383) (107,201}
111,437 2,930,317 3,041,754
$ 855,350 $ 2,962,080 $ 3.817.430
3 9,643 $ 1.087 $ 10,730
- 242,278 242,278
11,176 - 11,176
- 9.540 9,540
- 7.000 7,000
20,819 259,905 - 280,724
- 636,000 636,000
- $36.000 636,000
20819 895,905 914,724
111,437 2011,621 2,123,058
- 14,000 14,000
723.0%4 40,554 763,648
834,53 2066175 2,900,706
3 855,350 $ 2962080 $ 3817430
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ST IGNACE TOWNSHIP
Balance Sheet
Governmental Funds
March 31, 2007

Other
Nonmajor Total
Road Governmenial  Governmental
Assets General Improvement Funds Funds
Cash % 103,629 3 184,697 % 42,155 $ 332,481
Investrments 126,338 - - 126,338
Taxes receivable 1,427 8,393 2,124 11,944
Due from other funds 252,379 11,727 2,944 267,070
Due from other governmental units 6,080 - - 6,080
Total assets $ 489,853 $ 206,817 $ 47,243 $ 743,913
Liabilities and Fund Balances
Liabilities
Accounts payable $ 6,310 $ 3.333 $ - $ 9,643
Due fo other governmenial units 882 - 10,294 11.176
Total liabilities 7,192 3,333 10,294 20,819
Fund balances
Urreserved:
Designoted for Recreation - - 6,114 6,114
Designated for Water/Fire Hydrant Fund . - 30,338 30.338
Undesignoted 482,661 203,484 497 686,642
Toiol fund balances 482,661 203,484 34.949 723,094

Total fiabilifies and fund balonces 3 489,853 $ 206,817 3 47,243 ) 743913

See accompanying notes to the basic financial siatements, 5



ST, IGNACE TOWNSHIP
Reconclliation of Governmental Funds Balance Sheet to the
Statement of Net Assefs
March 31, 2007

Total Fund Balance - Governmenfal Funds

Amounts reporfed for governmentiol actlivities in the statement of net assets
are different because:

Governmeniat funds report capital outlays as expenditures. However,
in the statement of net assels, these assets are capilalized and deprecioted
over their estimated useful lives.

Governmental capital assets
Accumulated depreciation

Net Assets of Governmental Activilties

See gccompanying notes to the basic financial statements. 6

$ 723094
163,255
(51,818)

$ 834,53




ST. IGNACE TOWNSHIP

Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds
For the Year Ended March 31, 2007

Other
Nonmajor Total
Road Governmental Governmenial
Generol improvement Funds Funds
Revenues
Taxes 3 38,412 $ 52,300 Y 13,220 $ 103,932
Federal revenues - 21,486 - 21,486
State revenues 74,659 - 813 75472
Local revenues 20317 - - 20,317
Charges for services 11,494 - 2,463 13,957
Interest and rentals 1,785 4,316 1,205 17,306
Other 2,349 - - 2,349
Total revenues 159,016 78,102 17,700 254,819
Expenditures
Current;
General government 89.071 - - 89.071
Public safety 36,222 - 2,120 38,342
Public works 5946 172,108 4,094 182,148
Recreation and cultural - - 10,407 10,407
Total expenditures 131,239 172,108 16.62) 319,968
Excess (deficiency] of revenues
over expenditures 27,777 (94,006} 1.080 {65,149)
Other financing sources (uses)
Operating transfers in - - 1,630 1,630
Operating fransfers out {1,630) - - {1,630)
Total other financing
sources {uses) {1,630) 1,630 -
Net change In fund balances 26,147 [?4,006) 2,710 {65,149)
Fund balances - beginning of year 456,514 297.490 34,239 788.243
Fund balances - end of year $ 482,641 $ 203,484 $ 36,949 $ 723,094

See accompanying noles to the basic inanclal stataments., 7



ST. IGNACE TOWNSHIP
Reconciliation of the Statement of Revenues, Expenditures, and
Changes in Fund Balances of Gevernmental Funds to the
Statement of Activities
For the Year Ended March 31, 2007

Net Change in Fund Balances - Total Governmental Funds

Amounts reported for governmenial actlivities in the slatement of activities
are different becouse:

Governmentol funds report capital outlays as expendifures, However,
in the stotement of activities, the cost of these assels is allocated over
their estimoted useful lives as depreciation.

Current yeor depraciation

Change in Net Assets of Governmental Activities

See accompanying notes to the basic financial statements 8

$ (65,149)
(5,939)
$  (71.088)



ST. IGNACE TOWNSHIP
Statement of Net Assels
Proprietary fund
March 31, 2007

Assets
Current Assets
Cash
Accounts receivabie
Total curent assets
Noncurrent Assets
Restricted cash for revenue tond covenants
Depreciabte assets
Less: accumulated depreciation

Total noncurrent assets

Total assets

Ligbilities and Net Assets

Current Liabllities
Accounts payable
Interest payable
Bonds payable, due within one year

Total current liabilities
Noncurrent Liabitities
Due to General Fund
Bonds poyabie
Total noncurrent liabilities
Total liabilifies
Net Assets
Invested in capital assets, net of relaled debi
Restricted for revenue bond covenants
Unresficted

Total net assets

Tolal liabilities and net assels

See accompanying nates 10 he basic financial statermnents

Business-Type Activity
Enterprise Fund

Sewer
Systermn

14,250
16813

31,7463

31,963
2,953,737
(55,383)

2,230,317

2.962,080

1,087
2.540
7.000

V7,627

242,278
636,000

878,278

895,905

2,011.621
14,000
40.554

2066175

2,962,080




ST.IGNACE TOWNSHIP
Statement of Revenues, Expenses, and Changes in Fund Net Assets
Proprietary fund
For the Year Ended March 31, 2007

Business-Type Activity
Enterprise Fund

Sewer
System
Operating revenues
Charges for services $ 51,458
Operating expenses
Other supplies and expenses 20,362
Depreciation 55,383
Toial operating expenses 75.745
Operating income (lossi (24,287}
Nonoperating revenues (expenses)
Federal grants 48,400
Interest expense [14.602)
Change in net assets 2.511
Total net assets - beginning of vear 2,056,664
Total net assets - end of year $ 2066175

See occompanying notes 1o the pasic fnancial statemenits. 10




ST. IGNACE TOWNSHIP
Statement of Cash Fiows
Proprietary Fund
For the Year Ended March 31, 2007

Business-Type Activily
Enterprise Fund

Sewer
Sysiem
Cash flows from operating activities
Receipts from customers $ 39,645
Payments 1o suppliers {21.992)
Net cash provided {used)
by opercting aclivities 17,653
Cash fiows from non-caphal financing activities
Transfersin 223,300
Cash flows from capital and reiated
financing activities
Acquisition ond construction of
copital assets and contracts payable {227,971}
Principal paid on bonds {6.000)
Interest poid on bonds {14.6403}
Grants received 48,400
Met cash provided {used) for capital
and related financing octivities (200,174}
Net increase (decrease) in cash 40,779
Cash, beginning 6,134
Cash, ending $ 46,913
Reconciliation of operating income 1o net cash
provided (used) by operating activities:
Qperating income {loss) % (24,287}
Adjustments fo reconcile operating income to
nel cash provided by operating activiiies:
Depreciaiion 55,383
fincrease) decrease in accounts receivable {11.813)
increase {decreose) in accounts payable {1,630}
Total adjustments 41,940
Net cash provided {used] by
operating activiiies $ 17,653

See accompanying notes to the basic finoncial stalemenis

11




ST. IGNACE TOWNSHIP
Statement of Fiduciary Net Assets
Fiduclary Fund
March 31, 2007

Asseils

Cash

Liabilities
Due 1o other funds
Cue 1o County
Due to Schoois

Total ligkilities

See accompanying noles 1o the bosic financial statements, 12

Agency fund

$ 152,173
$ 24,792
24,890
102.491
3 152,173




NOTE I:

ST. IGNACE TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
March 31, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

St. Ignace Township operates under an electied Board of Trustees and provides services to its
residents in many areas including: fire protection, public sofety and improvements, plonning
and zoning, recrection and general administrative services.

Tne Township's financial statements are prepared in accordance with generaily accepted
accounting principles {GAAP]. The Governmental Accounling Sfandards Board {GASR} is the
standard-setting body for governmenial accounling and financial reporting. The Township's
reporting enlity applies all relevant Governmental Accounting Standards Board {GASB)
pronouncements.  Proprietary funds apply Financial Accounting Standards Board (FASB)
pronouncements and Accouniing Principles Board (APB) ¢pinions issued on or before
November 30. 1989, unless those pronouncements conflict with or contradict GASB
pronouncements, in which case, GASB prevails. Pronouncementis of the FASB issued alfier
November 30, 1989 are not applied in the preparation of the financial statements of the
proprietary funds in accordance with GASB Statement No. 20. The following is o summaory of
fhe significant policies used by the 51, Ignace Township:

REPORTING ENTITY

The accompanying financial statements have been prepared in accordance with critera
established by GASBS No. 14, ond amended by GASBS No. 39. GASBS 14 states that the primary
basis for determining whether outside agencies and organizations should be considered
component units of the Township and included in the Township's financicl statermnents is
financial accountability. Financial accountability has been defined as follows: A primary
government has substantive authority to appoint a voling mojorily of the component unit's
board; the primary government is either aile to impose its will on a componeant unit or there is
a potential for the component unit to provide specific financial burdens on the primary
government; and the compongnt unit is fiscally dependent on the primary government. The
Township has no component units.

BASIC FINANCIAL STATEMENTS - OVERVIEW

The Township's basic financial staternents include botlh government-wide {reporting the
Township as a whole} and fund financial statements (reporing the Township's major funds}.
Both the governmeni-wide and the fund financial statements colegorize primary govesnment
aclivilies as either governmental or business-type. Governmental activilies, which normally are
suppored by taxes and intergovernmenial revenues, are reporied separately from business-
type aclivities, which rely to a significant extent on fees and charges for support.

BASIC FINANCIAL STATEMENTS - GOVERNMENT-WIDE STATEMENTS

The government-wide financial siatemenis report informaiien on all of the nonfiduciary
activities of the primary government. As a general rule the effect of interfund acftivity, such as
overhead costs, has been eliminated from these statements. The government-wide focus is
rmore on operational efficiency, the sustainability of the Township as an entity and the change
in the Township's net assets resulting from the current year's activities.



NOTE I:

NOTES TO FINANCIAL STATEMENTS — CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
BASIC FINANCIAL STATEMENTS - GOVERNMENT-WIDE STATEMENTS —-CONTINUED

In the government-wide Sialement of Net Assets, both the governmental and business-type
activily are presenfed on a consolidated basis. Due to the full accrual, economic resource
basis, all long-term assefs and receivables, as well as long-term debl and obligations are
recognized. The Township's net assets are reported in three parts - invesied in capifal assets,
net of related debt; restricted nef assels; and unrestricted net assets. The Township first utilizes
resiricted resources to finonce qualifying aclivities.

The governmeni-wide Siafement of Activities demonsirates the degree 1o which the direct
expenses of o given function or segment are offsel by program revenues. This statement
reduces gross expenses (including depreciation} by related progrom revenues, which include
charges for services, operating grants and capital grants,

The program revenues must be direcily associated with the funciion or segment. Program
revenuesinclude: (1} charges to custorners or applicanis who purchase, use, or directly benefit
from goods, services, or privileges provided by ¢ given funciion or segment; and {2} grants and
contibutions thot are restricied 1o meetling the operational or copital requirements of
parficular function or segment. Taxes and other items not properly included among program
revenues are reported s general revenue,

BASIC FINANCIAL STATEMENTS — FUND FINANCIAL STATEMENTS

The financiat fransactions of the Township are reported in individual funds in the fund financiat
statements. Each fund is accounted for by providing o separate sel of self-boloncing
agccounts  thal  comprise  its  assels,  liabilities, fund  balances, revenues and
expenditures/expenses. The focus of the fund financial stiatements is upon the determination
of finoncial position and changes in financial position (sources, uses, and baionces of financial
resources).

Government resources are allocated 1o and accounied forin individual funds based upon the
purposes for which they are to be spent ond the means by which spending activities are
conlrolled. The emphasis in The fund financial statements is on the major funds in the
governmenial or business-type colegories. GASBS No. 34 setls forth minimum crifena
{percentage of the assets, ligbilifies, revenues or expenditures/expenses of the governmenial
and proprietary funds) for the determination of mgjor funds.

Governmental Funds

The foliowing is o description of the major governmenlial funds of the Township:

General Fund - The General Fund is the general operating fund of the Township. [ is used to
account for dil financial resources excepl those required to be accounted forin another fund.

Road Improvement Fund - The Road Improvement Fund is used for Township rood

improvements and maintenance, Primary financing is fhrough a specific onnual property fax
fevy ond federal gronts.
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NOTE I:

NOTES TO FINANCIAL STATEMENTS - CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
BASIC FINANCIAL STATEMENTS -~ FUND FINANCIAL — CONTINUED
In addition, the Township reports the following non-major govermnmental funds:

Special Revenue Funds

Recreation Fund -~ The Township performs record keeping functions for this fund while the
Township Board approves all fransactions. Primary financing is through o specific annual
property tax levy.

Liquor Ceontrol fund — The Township performs record keeping functions for this fund while the
Township Boord approves all fransacthions. Primary financing is through State of Michigan
revenue sharing.

Water/Fire Hydrant Fund = The Township performs record keeping functions for this fund while
the Township Board approves all transactions. Primary financing is through interest revenue and
General Fund fransfers.

Suilding Fund - The Township performs record keeging funclions for this fund while the Township
Board approves all fronsaciions. Primary financing is through building permit fees.

Proprietary Fund

The focus of the proprietary fund is upon the determination of operating income, changesin
fund nel assets, fincncial position, and cash fiows, which is similor 1o for-profit businesses. The
following is a descripiion of the major proprietary fund of the Township:

Sewage Disposal Utility Fund - The Sewer Fundis an Enferprise Fund, The fund will be financed
and will operate in a manner similor to a private enterprise. The infent is hat costs (expenses,
including depreciation) of providing sewer service to the general public will be recovered
through user charges.

Propretary funds disfinguish operaling revenues and expenses from nonoperating ilems.
Operafing revenues and expenses generally result from providing services and producing and
delivering goods in connection with o proprietary fund’s principal ongoing operation. The
principal operating revenues of the Sewer Fund are charges 1o customers for sales and
services. Operating expenses for this fund include the cost of sales and services, adminisirative
expenses and depreciation on capital assets, All revenues and expenses not mesiing this
definition are reported as nonoperating revenues and expenses.

Fiduciary Fund

The fiduciary fund is used fo account for assets held by the City in o trustee or agent capacity.
Since, by definition, these assels are being held for the benefit of a third party [other local
governments, private parties, pension porticipants, etc.) and cannot be used to address
activities or obligations of the government, this fundis not incorporated into the governmeni-
wide staternents.

Agency funds use Ihe accrugl basis of accounting, however report only assets ond liabilifies.



NOTE I:

NOTES TO FINANCIAL STATEMENTS — CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

Agency Fund - The Agency fund accounis for the collection and payment of property tox
ievies.

BASIS OF ACCOUNTING

Basis of accounting refers to the point at which revenues and expenditures/expenses are
recognized in the accounts and repored in the financial siatements. Basis of accounting
relates 1o the iiming of the measurements made, regordiess of the measurernent focus
applied,

The government-wide statements are reporied wsing the economic resources measurement
focus and the full accrual basis of accounting, which incorporates long-term assets and
receivables as well as long-term debt and obligalions. Revenue isrecorded when earmed ond
expenses are recorded when a liobility is incurred, regardiess of the timing of reloted cash
flows. Property taxes are recognized as revenue in the year for which they are levied. Granfs
and simitar items are recognized as revenue as soon as oll eligibility reguirements imposed by
the provider have been met. Expenditures generdlly are recorded when aliability is incurred.

Al proprietary funds and agency funds are accounted for using the full accrual basis of
accounting. Their revenves are recognized when they are earmed and their expenses are
recognized when they are incurred.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recordedin
the accounting perod in which they are earned, as long as they are both available and
measuroble. Revenues are available when received within the cumrent period or within 60
days after year end. Expenditures are recorded in the accounting period in which the licbility
is incurred, as under full accrugl accouniing. However, debt service expenditures, expenditures
relating 10 compensated absences, and claims and judgments are recorded only when
payment is due.

ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY

Cash and Cash Egquivalents

Cash and cash equivalents are considered o be cash on hand and demand deposits.

imtedund Receivables/Payables

Qutstanding balances between funds are reporied s "due 1o/ffrom other funds” on the
balance sheet of the fund financial statements and as "internal balances” on the Stotement
of Net Assels of the government-wide financiai statements,

Capltal Assets

Capital assets, which include property, buildings, leasehold improvemenis, and equipment,
are repeorted in the applicable governmental or business-type activities column in ihe
govemment-wide linancial statements, Capilal assets ore recorded by the Township when the
initial individual cosis are equal 1o or greater than $1.000 and an estimated useful life in excess
of 2 years for all asset types except forland. Land is copitalized if cost exceeds $1.
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NOTE 1.

NOTE 2

NOTES TO FINANCIAL STATEMENTS - CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
ASSETS, LIABLILITIES, AND NET ASSETS OR EQUITY — CONTINUED
Capital Assets — Continued
Capital assets are recorded ot historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded af estimated fair market value af the date

of donation.

Property, buildings and equipment are deprecioted using the straight-line method over the
following useful lives:

Buiidings 40 to 60 years
Building Improvements 20 to 60 years
Sewer Systems 34 1o 40 years
Office Equipment & Furniture Sto 10 years
Leasehold improvements 20 10 40 years

Long-Term Obligations

In the government-wide financial statemenis ond the proprieiary fund financial siatements,
long-term debt and other long-term cbligations are reported as liabilities.

In the fund financial statements, governmental fund types recognize the face amount of debt
issued as other fincncing sources.

Fund Equity

in the fund financiat statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are tegally restricted by outside parties tor
a specific purpose. Designations of fund balonce represent tentative management plans that
are subject to change.

COMPARATIVE DATA
Compuorative daia for the prier year is not included in the Township's financial siatements,

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Annual budgets are adopted on o basis consistent with generally accepied accounting
prnciples for all Governmental funds of the Township except tor the agency funds. Budgetary
control is legaily maintained at the fund level.

The Tewnship follows these procedures in establishing the budgelary data refiecied in the
financial statements:

1. Prior to April 1, the Supervisor submits to the Township Board o proposed operating
budget for the fiscal vear commencing the following April 1. The operating budget
includes proposed expenditures/expenses and the means of financing them.

2. A public hearing is conducted at the Township Hall to obtain taxpayer comments.

3. Pricr 1o April 1, the fund budgels are legally enacted ihrough passage of on
appropriafion oct.

4, The budget is odopied al the fund level consistent with generglly accepied
occounting principles. Budgeied amounts are os originclly adopied, or as amended
by the Township Board during the year, and lopse at year-end.
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NOTE 2:

NOTE 3:

NOTES TO FINANCIAL STATEMENTS — CONTINUED

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY - CONTINUED

Excess of Expenditures Over Appropriations in Budgetary Funds P A, 621 of 1978, as amended,
provides that a local unit shall not incur expenditures in excess of the amount appropricated.

in the body of the financial statements, the Township's aclual expenditures and budgeted
expenditures for the budgetary funds have been shown on a functlional basis. The approved
budgets of the Township for these budgelary funds were adopted on o fund basis.

During the year ended March 31, 2007, the Township incurred expenditures in one budgeiary
fund, which was in excess of the amounts appropriated as follows:

Total Amount of Budget
Fund Appropnations Expenditures vVarance
Road Improvement $ 40,000 N 172,108 $ 132,108

CASH AND INVESTMENTS

Michigan Compiled Laws, Sectlion 129.91, authorizes the Township 1o make deposits and invest
in the occounis of federally insured banks, credit unions, and savings and loan asseciaiions
which hove an office in Michigan. The Township is allowed 1o invest in bonds, securities and
other direct gbligations of the United States or any agency or insfrumeniality of the United
States; Unifed Siaites government or federal agency obligations; repurchase agreements;
bankers’ acceptance of United States banks; commercial paper rated within the two highest
classifications which maiure not more than 270 days after the date of purchase; obligations of
the Siate of Michigon or its political subdivisions which are rated os investment grode; ond
mutual funds composed of invesiment vehicles which are legaol for direct invesiment by local
units of government in Michigan.

Cash Deposits

At March 31, 2007, the carrving amount of the Township's deposits was $531,5467 and the bank
batance was $532,502,

Pooling of Cash - The Township pools cash to maximize ifs invesimeni returm:

Fund Amount
Primary Government
Generol § 93223
Road tmprovement 123,757
Otfner Nonmoijor Governmenial Funds 11,818
Totol pooled cash 228,798
Cash not held in pooled accounts:
Primary government 150,598
Fiduciary Funds 152,171
Total cash § 531,567



NQTE 3:

NOTE 4:

NOTES TO FINANCIAL STATEMENTS - CONTINUED
CASH AND INVESTMENTS — CONTINUED

Federdi Depository Insurance

Of the above balance in cash, $248,416 was covered by federal depository insurance. The
remaining omount was uninsured and uncollaterglized. The Township may experience
significant fluciualions in deposil balances through the year.

invesiments are stated at market valve. Invesiments held at a financial institution can be
categornized according to three levels of risk. The three levels of risk are:

Category 1 Investments that are insured, registered or held by
the enlity or by its agent in the Township's name.

Category 2 Investments that are uninsured ond unregisiered
held by the counterparty's trust depariment or
agent in the Township's name.

Calegory 3  Uninsured and unregistered investments held by
the counterparty, its trust or its agent, but notin the
township's name.

The Township has a cerificate of deposit with a market value of $126,338 at March 31, 2007.
This investment is classified by risk level as Category 1.

PROPERTY TAXES

Property taxes ore levied and become o lien on property as of July 1 on the State taxable
valuation of property in the Township ¢s of the preceding December 31. The Township bills and
collects its own property faxes and alsc coliects taxes for other governmential units, Collection
of other governmental units’ taxes and remittance of them 1o the units are cccounted forin
jhe Agency Fund. Property taxes are recognized as revenue in the year for which they are
levied.

The Township is permitied by chorler 1o levy taxes, subject fo Siate Headlee and Truth in
Taxation provisions, up fo $1.50 per $1.000 of toxable valuation for general governmental
services and for the payment of principal and inferest on general obligation long-term debt.
The 2004 State faxable vaiuation of the 5t. Ignace Township totaled $27,846,469,

The tax rate for the year ended March 31, 2007, was as follows:

Purpose Rate/Taxable Valuation
General govemmental services $1.3772 per $1.000
Rood improvemenis $1.8782 per $1,000



NOTE 5:

NOTE 6.

NOTE 7:

NOTES TO FINANCIAL STATEMENTS — CONTINUED
DESIGNATIONS OF FUND BALANCE
The following funds have been designated by management;

Fund

Recreatfion
Water/Fire Hydrant

INTERFUND RECEIVABLES AND PAYABLES

The interfund balances within the primary government are as follows:

Interfund
Receivable
General Fund $ 252,379
Read Improvement Fund 11,727
Recreaiion Fund 2,964
Sewer Fund -
Fiduciary Fund -
$ 267,070

Amount

36114
30.338

Interfund

Payable

$ -

242,278

24,792

$ 267070

The interfund balance between the Recreation Fund and General Fund is for fund operations.
The interfund balance between the Sewer Fund and General Fund is for interim project
financing. This is considered & loan and will be paid back over 40 years ot 2% inferest. The

remaining batances are for property iaxes.
INTERFUND TRANSFERS

Operating transters within the primary government are as follows:

Transfer tn
General Fund $ -
Building Fund 1,630

$ 1,630

The operating ransfers are for general operations of the Building Fund.

20

Transfer Out

$ 1.630

3 1,630



NOTES TO FINANCIAL STATEMENTS - CONTINUED

NOTE 8: CAPITAL ASSETS
Capital asset aclivity of the Township's primary government for the current vear was as follows:

Baolance Balance
April 1, 2006 Addifions Delelions March 31, 2007

Govermmental Activilies

Copital gssets not

being depreciated: $ 5550 % - $ - $ 5,550
Copital asssets
being deprecioted:
Buildings and improvements 138,991 - - 138,991
Office equipment and fumiture 18,714 - - 18,714
Subtotal 157,705 - - 157,705
Less accumulated depreciation:
Buildings and improvements [36,484) {3.716} - {40,202}
QOffice equipment and fumiture (%,393) {2,223} - (11,616}
Subtotal {45,875} (5,939} - (51.818)
Net capifal assetfs
being deprecicted: 111,824 {5,939} - 105,887
Govemmental activifies net
capital assets ) 117,374 $ (5939 % - $ 111,437
Balance Batonce

April 1, 2006 Additions Deletions March 371, 2007

Business-type Activifies

Capital assets
being deprecioted:

Equipment § 2953737 $ - $ - 3 2953737
Less accumutied depreciation:
Equipment - {55,383} - {55,383)
Nei copilal assets
being depreciated: 2.953.737 [55,383) - 2,898,354

Business-type activities net :
capital assets $ 2953737 $ (55383)] 3% - b 2,898,354

Depreciation expense was charged 1o the primary government as follows:
Governmental Activities

Unallocoted 3 5.93%

Totol governmental activities $ 5,937

Business-type Activities

Sewer § 55,383
Total business-type activities ) 55383
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NOTES TO FINANCIAL STATEMENTS — CONTINUED

NOTE®:  LONG-TERM DEBT

The following is a summary of the Township's long-term debt transactions for the year ended
Morch 31, 2007

Amount Due
Beginning Ending Within
Bolonce Addifions  Reductions Balonce One Year
PRIMARY GOVERNMENT
Business-fype Aciivity
Bonds and notes payable:
Revenue bonds
2007 Sewoge Disposal 3 445000 % - $ {6,000) $ 643000 % 7.000

Long-term ligkilities payable ai December 31, 2007 is composed of the following individual
issue:

Business-Type AcCtivity:

$649.,000, 2006 St. lgnace Township Revenue Bonds due in annual

instaliments of 346,000 to $34.000 through January 1. 2044;

interest at 4.50%. 3 643000

The annuai debt service requirements to maturity for all general and revenue obligation bonds
outsianding excluding premium and refunding deferrals, as of March 31, 2007, are as follows:

Yeor Ending Business-Type Activity

March 31 Principal inferest
2008 $ 7000 % 28,935
200% 7.000 28,620
2010 7,000 28,305
2011 8.000 27,990
2012 8.000 27,630
20 3-2017 46,000 132,435
2018-2022 56,000 121,185
2023-2027 71,000 107,235
2028-2032 88,000 8%.820
2033-2037 110,000 78,750
2038-2042 137,000 34,965
2043-2044 28.000 4,545
Total $ 443000 $ 710,415

The revenue bonds were issued on Februyary 3, 2005 to provide funding for the Township
sewage disposal system construction. The bonds are callable at the issuer’s opilion beginning
on January 1, 2006. Prepayment amounts would consist of principal plus interest accrued io
the call dote.
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NOTE 10:

NOTE 11:

NOTE 12:

NOTE 13:

NOTES TO FINANCIAL STATEMENTS - CONTINUED

PENSION PLAN

The Township provides pension benefits for all of its employees, including board members,
meeling certoin minimum requirements through a defined contribution plon sponscred by the
Municipdl Retirement Systems, Inc. Under a defined contribution plan, benefits depend solely
on amounts coniributed to the plan plus investment earnings.

The Township contribuies to the plan; the plan does not provide for employee coniributions.

The Township's contfributiens to the plan include a compenent for curent service plus a
component for up 1o 10 years of pricr service rendered before April 1, 1991, Conlributions for
current service are at 12 percent of current compensotion. Coniributions for prior service ore
compuled ol 1 percent of curent compensation for each yeaor of pricr service.

The Township contributed $6,139%, including $190 to cover pension administrative expenses, to
the plon during fiscal year 2007. This contribution was based on scaiaries of $4%9,980
while fotal fiscal 2007 Township payroll was 353,251, Centributions 1o the plan are invested in
annuities issued by insurance companies.

COMMITMENTS

Ambulance Service: The Township has joined with other area townships and the City of
St lgnace to creale the "St. Ignace Community Area Ambulance Service.” This organization
has in fum, conifracfed with Allied EMS Systems, Inc., to operate ambulance services in the
community.

Payments under this contract are required annually ai a stipulated rate per person residing in
each political unit comprising the contracting group. Each polittcal unitis required to pay its
pro-rated share of operating loss {if any), on a quarterly basis.

Payments under this contract were approximately $14,546 for the year ended March 31, 2007.
RISK MANAGEMENT

The Township is exposed to various risks of loss related jo torts, theft of, damage to and
destruction of assets; errcrs and omissions; injuries to employees ond nalural disasters.

The Township belongs to the Michigan Township FParticipoiing Plan, a public entity risk pool
currenily operating as o common risk management and insurance program for various
municipaliies throughout the state. The Township pays on annudl premium for its general
insurance coverage. The pool is self-sustaining through member premiums and reinsures
through commercial companies for 100% of its claims.

The Township continues to coamy worker's compensation insurance through the Stote of
Michigan Accideni Fund.

CONTINGENCIES
The Township may be subject to a potential liability resulling from problems with the Sewer
Construction Project. Since o ligbility cannot be determined for certain and it is management's

opinion that the likelihood of o liabiiity Is remote, no provision has been made for any poieniial
liakility relaied 1o the Sewer Construction Froject.
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ST IGNACE TOWNSHIP

Budgetary Comparison Schedule

General Fund

For the Year Ended March 31, 2007

Budgeted Amounts

Variance with

Actual Final Budget
Original Finai Amounis Over/{Under}
Beginning budgetary fund balance $ 458514 $ 456,514 $ 456,514 $
Resources (inflows):
Taxes 38,050 38,050 38,412 362
State revenues 65,012 65,012 74,659 9.647
Local revenues 20,000 20,000 20,317 317
Charges for services 6,000 6.000 11,494 5,494
interest and rentals 9.000 9,000 11,785 2,785
Other - - 2,349 2,349
Armounis available for appropriations 594,576 5%4.576 615,530 20,954
Charges to appropriations {oufflows):
Generol government:
Trustees 4,160 4,160 4,484 324
Supervisor 10,800 11,345 14,108 2,763
Eiections 2,500 2,500 2.780 280
AS5E55iNQ 16,900 16,900 15,947 {953}
Professional services 7,000 7,000 9.5%0 2,590
Clerk 12,700 12,700 13,507 807
Board of review 1,000 1,378 2,872 1,494
Treqsurer 16,100 17,310 14,153 {1.157)
Publishing 1.000 1,000 198 (802)
Building and equipment 3.000 3.000 3,382 382
insurance 5.000 5,000 4,523 (477)
Cther %702 6,13% 1,527 {4,612}
Total general government 89,842 88,432 892,071 639
Public safety:
Fire protection 20,000 20,000 17.383 (2.617)
Fire hydrant rent 2,400 4,000 4,000 -
Ambulance 15,000 15,000 14,566 (434)
Pianning & zoning 2,000 2,000 273 {1,727}
Total public safety 39.400 41,000 34,222 {4,778)
Public works:
Cemelery 1,000 1,000 1,200 200
Streei lights 6,000 4,000 4,746 {1.254)
Total public works 7.000 7,000 5946 {1.054)
Capital Outlay 2,000 1,830 - {1,830}
Transters out - - 1,630 1,630
Total charges to appropriations 138,262 138,262 132,869 {5,393}
Ending budgetary fund balance $ 456,314 $ 456314 % 482,661 $ 26,347

lee accompanying notes to the basic financial siatements, 24



ST. IGNACE TOWNSHIP
Budgetary Comparlson Schedule
Road Improvement fund
For the Year Ended March 31, 2007

Budgetied Amounis

Variance with

Actual Fingl Budgel
Original Final Armounts Over/{Under)
Beginning budgetary fund balance $ 297.490 $ 297490 % 297.4%90 3 -
Resources (inflows):
Toxes 40,000 40,000 52,300 12,300
Federal revenues - - 21,484 21,486
Inferest - - 4,316 4,316
Amounts avgailable for appropriations 337.490 337,490 375,592 38,102
Charges to appropriations (outflows):
Public works 40,000 40,000 172,108 132,108
Ending budgetary fund balance $  297.490 $ 297.490 $ 203,484 3 {24,006}
See accompanying notes 1o the basic financial siatements. 25



OTHER SUPPLEMENTAL INFORMATION



Assets

Cash
Taxes receivable
Due from other funds

Total assels

Liabilities and Fund Balances

Liabilities
Due to other governmentai units

Fund balances
Designated for Fund Aclivities
Unreserved

Total fund balonces

Total liabilities and fund balances

ST. IGNACE TOWNSHIP

Combining Balance Sheet
Nonmajor Governmental Funds
March 31, 2007

Liquor Water f Fire

Recreation Control Hydrant
Fund Fund Fund Total
$ 11,320 494 30,338 $ 42,155
2,124 - - 2,124
2,964 - - 2,964
$ 16,408 494 30.338 $ 47,243
$ 10.294 - - $ 10,294
5,114 - 30,338 36,455
. 494 - 494
6.114 494 30,338 346,949
$ 16,408 494 30.338 $ 47,243
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ST IGNACE TOWNSHIP
Combining Statement of Revenues, Expenditures, and Changes in Fund Balances

Noenma)or Governmental Funds

For the Year Ended March 31, 2007

Revenues
Taxes
Siate revenues
Charges for services
Interest and renials

Total revenues
Expendltures
Cumrent:
Public Safety
Public Works
Recreational and Cultural

Total expenditures

Excess [deficiency) of revenues
over expendiures

Other financing sources (uses)
Operating transfers in

Net change in fund balances
Fund balances - beginning of year

Fund balances - end of year

Liguor Water / Fire

Recreation Centrol Hydrant Building
Fund Fund Fund Fund Total
$ 13,220 $ . $ - $ - $ 13,220
- 813 - - 813
- - - 2,463 2.463
269 13 Ny 4 1,205
13,489 826 219 2,467 17,701
- 720 1,400 - 2,120
- - - 4,094 4,094
10,407 - - - 10,407
10,407 720 1,400 4,094 16,621
3,082 106 [481) {1.627) 1.080
- - - 1,630 1,630
3.082 106 {481} 3 2,710
3.032 388 30819 - 34,239
3 &.114 $ 494 $ 30,338 $ 3 3 346,949
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REPORT ON INTERNAL CONTROL OVER FINANTCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDMING STANDARDS

Township Board
hlgnace Township
Mackinac County, Michigan

We have audited the financial siatements of the governmentai activities, the business-type activity, each
major fund and the aggregaie remaining fund informaiion of $t. ignace Township, as of and for the year
ended March 31, 2007, which collectively comprise the S, Ignace Township's basic financial statemenis
and have issued ourreport ithereon dated August 28, 2007, We conducted our cudit in accordaonce with
ouditing standards generally acceptedin the United States of Americo and the standards applicable io

financial audils confained n Government Audifing Standards, issued by the Compirolier General of the
United States.

iniernal Confrol Over Financiol Reporting

tn planning and performing cur audit, we considered St Ignaces Townshig's internal control over finencial
reporiing s a basis for designing our ouditing proceduras for the purpose of expressing our opinions onthe
financial statements, but not for the purpose of expressing an opinicn on the effectivensss of St lanace
Township's internal control over financial reporting. Accordingly, we do nol exprass an opinion on the
effactiveness of 5t ignace Township's infernal conirel over financial reporting.

Our consideration of internal control aver financial reporiing was for the limited purpose described in the
orecedng paragraph and would noi necessarily identify ol daficienciesin internal control over financial
reporting that might be significant deficiencies or maierial weaknesses. However, Qs discussed below, we
identified certain deficienciesininternal control over financial rzperting that we consider to be significant
defictencies.

A cantrol deficiency exists when the design or operation of a confrol does not aliow management or
employees, in the normal course of performing their assigned functions, 1o prevent or detect
misstaiermeants on a fimely basis. A significant deficiency is o conirol deficiency, or combination of control
deficiencies, that adversely affects $t. Ignoce Township's ability to inifiate, quthorize, record, process or
report financial data reliobiy in accordance with generally accepted accounting principles such that
there is more than a remoie likelihood that a missiafement of the §f. ignace Township's  financial
statements thal is more than inconseqguential will not be prevenied or detected by 3t Ignace Townshin's
infernal conirol, We consider the following deficiencies to be significant deficiencies in internal control
over financial reponring. The Township should continue the efforts to cormputerize accounting records and
improve the accouniing system. The Sewer Fund needs confinual moniioring to ensure thai the iees are
adeguaie to cover the operotions and reserves and poyoff debts. The Township needs to monitor the
services provided by the Clty of St ignace fo ensure they are properly maintaining ond operating the
sewer sysiem and o make sure they are properly collecting the sewer fees. With regords 1o external
mnmoncial reporting the Township does not hove the experfise to prepare financial statements in
ocoorgance with generally acecepted occouniing principles

s material weakness is o significant deficiency. or combingtion of significan! deficiencies, thot resulls in
more than a remote likelihood that @ material rmsstatemeant of the financiz: statemenis will not be
prevenled or detecied by 5. Ignace Township's internal confrol.
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Our consideraiion of the internal control over financicl reporiing was for the limited purpose describedin
the first parograph of this section ond would not necessarily idenlify all deficiencies in the internal control
that might be significant deficiencies and, accordingly. would noi necessarily disclose all significant
deficiencies that are olso considered to be material weaknesses. However, of the significant deficiencies
gescribed above, we consider the Township nof having the experiise 1o prepare financial statements in
accordance with generally accepied accounting principles to be a material weakness.

Compliance and Other Matiers

As pan of obtaining reasonable assurance obout whether $t. Ignace Township's financial statements are
free of material misstatement, we perdormed tests of its compliance with certain provisions of laws,
reguiclions, contracts, and grant agreemenis, noncompliance with which could have a direct and
maiernal efiect on the determination of financial statement amounts. However, providing an opinion on
compiliance with those provisions was nol an cbjective of our audit, and accordingly, we do not express
such an opinion. The results of our tests disclosed ne instances of noncompliance or other matters that are
reguired to be reported under Government Auditing Standards.

$1, Ignace Township's response to the findings ideniified in our cudit is described below. The Township is
actively working on becoming computerized. They have purchased a computer and software and are
currenily setfing it up. In regards 10 the sewer sysiem they will work actively and have been working with
City officials in regards to the operation and maintenance of the system. The Township however will not be
able fo prepare their own financial staternents according to generally accepted accounting principles,
they do nat have the number of employees or the expertise 1o perform this funciion.

This report is intendead solely for the informaiion and use of management ond the Township Board and is
not intended to be and should not be used by anyone other than these specified pories.

CERTIFIED PUBLIC ACCOUNTANTS
Petoskey, Michigan
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COMMUNICATION OF SIGNIHCANT DEFICIENCIES AND MATERIAL WEAKNESSES IN INTERNAL
CONTROL AND OTHER MATTERS

Township Supervisor and Board
St Ignace Township
Mackinac County, Michigan

in planning and performing our audit of the financial statements of the govemmental activities,
the business-type activity and each major fund and the aggregate remaining fund information
of §1. Ignace Township as of and for the year ended March 31, 2007, in gccordance with
auditing standards generally accepted in the United Siates of Amerca, we considered St
lgnace Township's internal control over financial reporfing (internal control) as a basis for
designing our auditing procedures for fthe purpase of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the efiectiveness of the
governmental unit's internal conirol. Accordingly, we do not express an opinion on the
effectiveneass of the governmental unit's infemaot conirol.

Cur consideration of infernal control was for the iimited purpose described in the preceding
paragraph and would not necessarily ideniify all deficiencies in internal control 1hat might be
significant deficiencies or material weoknesses. However, as discussed below, we identified
cerfain deficiencies in internal conirol that we consider to be significant deficiencies and other
deficiencies in internal control that we consider to be material weaknesses.

A conirol deficiency exisis when the design or operation of o conirol does not allow
management or employees, in the normal course of performing itheir assigned functions, to
prevent or detect misstaiements on ¢ fimely basis. A significant deficiency is o control
geficiency. or a combination of control deficiencies, ihat adversely affects the entity's ability o
inifiote, authorize, record, process, or report financial data reliably in accordance with generally
accepled occouniing principles such that there s more thon a remote likelincod thot @
misstatement of the entity's finoncial stotements that is more than inconseguential will not be
prevented or detecied by the entity's intermaoi control. We consider the following deficiencies o
be significant deficiencies in internal control.

Treasurer and Clerk:  The Township sheuld confinue the efforts o computerize accounting
records and improve the accounting system.

Sewar Fund: The Township needs {o confinue to monitor sewer fees to ensure that fees are
adequate o fund operafions and reserves and payoff debts. The Township needs to mioniter the
services provided by the City 1o ensure proper mainienance of the system and proper collection
of fees. Also, the City needs to review insurance coverage fo ensure adequacy of coverage on
the systemn,
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A material weakness is o significant deficiency, or a combination of significant deficiencies, that
resulis in more than o remote likelihood that a material misstaiement of the financicl statemenis
will not be prevented or detected by the entity's internal conirol. We believe that the foliowing
deficiencies constituie matenal weaknesses:

External Financiol Reporting; The Township does not hove the experise to prepare financial
statements in accerdance with generdlly accepied acscounting principies. According 1o newly
issued aquditing standards this inability 1o prepare financial stotements in accordance with
generally accepled accounting principles is on indicator of a significant deficiency and a strong
indicator of o material weakness in internal confrol.

We did note that Township's management does prepare and monitor the annual budget. The
accouniing system which is designed primarily for budgetary purposes is also used as the source
information in preparing the financial stafements in accordonce with generally accepted
accounting principles with some adjustment, format differences and note disclosures.

This communication is infended sciely for the information and use of management, Township
Board, others within the organization, aond Siate of Michigon and is not intended to be and
should not be usad by anyone other than these specified parties.

Wdy Abrsdianee & Co

CERTIFIED PUBLIC ACCOUNTANTS
Petoskey, Michigan



